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Canada. Dept. of Finance 


The Goods & Services Tax 


Goods and Services Tax 


Quarterly Report of the Department of Finance August 1993 


Why was the GST put in place? ¢ Replacing the old FST by the GST results in a fairer, 
more progressive tax system, largely because of the 
Responding to long-standing criticisms by Canadian GST credit. 


businesses and exporters of the manufacturers’ sales tax 
(FST) and following extensive consultations, including 
Bae Gree oma) ne House of Commons families and individuals received a total of 

Standing Committee on Finance, the Goods and Services Mts 

Tax (GST) was introduced as a replacement for the a re eee. 

fundamentally flawed FST in 1991. The GST is a modern ¢ The GST, unlike the FST, is visible. Consumers know 
and efficient sales tax system that puts Canada on an-¢q Si exactly how much sales tax they are paying and at what 
footing with most other industrialized countries. The.’ \ oe rate. The old FST was a hidden tax where consumers 
GST is a fairer and more efficient tax than the FST*for did not know how much tax they were paying or on 

the following reasons: what items the tax applied and were often unaware of 
rate changes. 


¢ Canadian families with incomes under $30,000 
receive a GST credit. In 1992, some eight million 


¢ The GST applies at a lower uniform rate to a much 
broader base than the old FST. This means that sectors 


: “/ By making Canadian products more competitive in both 
throughout the economy are treated more equitably. ». 


~~” domestic and world markets and by improving resource 


¢ By replacing the old FST with the GST, Canadian-made allocations across industries, the reform of the sales tax 
goods are no longer taxed more heavily than imported system will raise Canada’s economic growth potential. 
goods. In addition, inputs used in the production of Estimates suggest that replacing the old FST by the GST 
goods for exports are no longer taxed, thereby lowering will eventually increase real output by about $9 billion, 
the tax content of export prices. These factors improve creating an equivalent of some 60,000 jobs. 
the ability of Canadian producers to compete with 
foreign products in Canada and abroad. The fiscal benefits of the GST 


¢ The GST, relative to the old FST, also reduces the cost 
of capital to domestic producers, encouraging invest- 
ment in more efficient production techniques and 
ultimately creating more jobs for Canadian workers. 
The cost of capital investment, a key source of future 
productivity growth, has been reduced by about 


Sales tax reform was introduced in a fiscally neutral 
manner. In a fully mature system, the 7-per-cent GST 
was estimated to collect sufficient revenues to replace 
revenues from the old FST and certain miscellaneous 
excise taxes which were also eliminated, along with 

the costs of the enhanced low-income credit and rebates 


4 per cent. ; Faget ae ; 
to public sector institutions, charities, non-profit 
* According to the Canadian Manufacturers’ organizations and the housing sector. Consequential and 
Association, savings on investment goods in the related fiscal impacts, such as higher administrative costs 
manufacturing sector from the elimination of the and the one-time increase in the price level on the 
FST may be as high as $3.5 billion. indexation of personal income tax brackets and credits and 


payments under various indexed programs, were offset by 
expenditure reductions announced in December 1989 and 
increases in surtaxes!. 


1 For further information see February 1990 budget — Annex 5. 
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The GST contributes to the federal government’s deficit 
reduction effort in two ways: 


¢ It is a more stable source of revenue than the old FST 
and provides greater assurance that revenues will be 
forthcoming. This is important for sound budgetary 
planning and for the government’s plan to reduce and 
eventually eliminate the deficit. The flow of GST 
revenues reflects the performance of the domestic 
economy — there are neither windfall revenues nor 
extraordinary revenue shortfalls. 


¢ By improving Canadian economic performance, the 
GST leads to a lower deficit than would have been the 
case in absence of sales tax reform. 


Is the GST bringing that amount of 
money the government predicted? 


In 1991-92, the 7-per-cent GST collected $15.2 billion, 
after allowing for the payment of the low-income credit, 
the various rebates, and the one-time small business 
transitional grant. In the February 1991 budget, net GST 
revenues for 1991-92 were estimated at $16.4 billion. The 
lower-than-expected flow of GST revenues in 1991-92 
was attributable to the much weaker-than-expected 


Debt Servicing and Reduction Account 


Goods and Services Tax 
Revenues from outside parties? 
Less: 

Rebates 
Low-income credit 


Net GST revenues 
Net proceeds from privatization/private remittances 


Total proceeds 


economic activity, offset in part by technical factors 
associated with the timing of refunds of GST paid by 
businesses on their purchases. 


For 1992-93, net GST revenues are estimated at about 
$15 billion. This too is considerably lower than the 
February 1992 budget forecast but again is attributable 
to the weakness in domestic economic growth. 


Where do the monies collected 
from the GST go? 


In June 1992, legislation to establish the Debt Servicing 
and Reduction Account received Royal Assent. As a result, 
effective April 1, 1991, all GST revenues net of the appli- 
cable rebates and credits, along with net proceeds from the 
sale of Crown corporations and gifts to the Crown identified 
for debt reduction by law must go directly to the Debt 
Servicing and Reduction Account to pay for the cost of 
servicing the public debt, and ultimately to reduce the debt. 
This Account, in conjunction with the Spending Control 
Act, which also received Royal Assent in June 1992, will 
ensure that GST revenues will not be used to fund new or 
higher government spending on programs. The Account is 
audited on an annual basis by the Auditor General of Canada. 


First quarter 
1991-92! 1992-932 1993-94 
(in millions of dollars) 
18,485 18,982 3,609 
-1,055 -1,438 -358 
-2,262 -2,503 -660 
15,168 15,041 2,591 
3 | ile 
15,171 15,151 2,591 


1 Source: Public Accounts of Canada — 1991-92. 
2 Preliminary. 


3 Net of refunds for GST paid on purchases. The 1991-92 figure also includes the payment of the small business transitional grant 


estimated at $0.9 billion. 


NOTE: This Fact Sheet will be updated on a quarterly basis. Monthly GST results can be obtained from the Monthly Fiscal Monitor. 
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Why was the GST put in place? 


Responding to long-standing criticisms of the 
manufacturers’ sales tax (FST) by Canadian businesses 
and exporters, the Goods and Services Tax (GST) was 
introduced as a replacement for the old, fundamentally 
flawed manufacturers’ sales tax in 1991. The old FST was 
economically damaging and had become an increasingly 
unreliable source of federal tax revenues. By replacing the 
old FST with the GST, Canadian-made goods would no 
longer be taxed more heavily than imported goods. This 
improves the ability of Canadian producers to compete 
with foreign products both in Canada and in world 
markets. The GST, relative to the old FST, also reduces 
the cost of capital to domestic producers, encouraging 
investment in more efficient production techniques and 
ultimately creating more jobs for Canadian workers. ~ | 


_GST-FST Revenues 


1. Gross collections 


2. Low-income credit 
3. Small business 
- transitional grant — 


4. Netcollections 


C. fotal 


The Department of Finance 


Publications 


oods and Services Tax 


June 1993 


Is the GST bringing in more money than 
the government predicted? 


No. Contrary to early criticism that the GST would be a 
“cash cow”, GST revenues have actually been less than 
the government initially predicted. The flow of GST 
revenues in 1991-92 reflected weaker-than-expected 
economic activity; in similar circumstances, the old FST 
had proved to be a very unreliable revenue source and 
hence an increasingly unstable part of the fiscal 
framework that finances programs provided by the federal 
government. In 1991-92, the 7 per cent GST collected 
about $15 billion, after allowing for the payment of the 
quarterly low-income credit and the one-time small 
business transitional grant. In comparison, the old FST, 
with a general rate of 13.5 per cent, collected $17.7 billion 
in 1989-90, its last full fiscal year of operation. 


1989-90 1990-91 : 1991-92 
Actual _ Forcast Actual! Forecast Actual 
(billions of dollars) 

“177 14.8 12.6 . “ 
. 594 35 19.7 18.4 

“ 06 0.6 2.4 23 

3 _ . 0.9 0.9 
2 13) a6 16.4 152 
16.6 15.2 16.4 15.2 


! Revised 1991-92 Public Accounts 
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The Goods and Services Tax 


The flow of GST revenues to date in 1992-93 reflects the 
continued weakness in Canadian consumer spending. GST 
revenues in the April 1992 to March 1993 period, after 
allowing for low-income GST credit payments, amounted 
to $14.0 billion. In the same period of 1991-92, net 
revenues were $14.4 billion. The lower GST revenues 

so far this year reflect weak consumer demand coupled 
with higher GST credits and rebates. 


For the first two months of each quarter, the government 
provides an accounting of GST revenues in the Financial 
Results, while quarterly GST data are provided in the 
Fiscal Monitor. 


Goods and Services Tax Revenues: - _ 
April — March — 


(millions of dollars) 


1. Netcollections 14,365 a 14,033 _ a . -332 _ 
2. Payment of low- a rrr”—r~”—~—”—r™——C“ 
income credit 2261 2,505 A 


3. Gross collections 16,626 16,538 - . 88 


What are the benefits of the GST? 


Replacing the old FST with the GST makes Canadian 
businesses and exporters more competitive: 


¢ As the Canadian Export Association has noted, the tax 
content of export prices has come down by 1.6 per cent, 
and this has improved the ability of Canadian exporters 
to compete internationally. 


¢ The cost of capital investment, a key source of 
future productivity growth, has been reduced by about 
4 per cent. The Canadian Manufacturers’ Association 
recently reported that savings on investment goods in 
the manufacturing sector from the elimination of the 
FST may be as high as $3.5 billion. 


¢ Over time, the reform of the sales tax system will raise 
Canada’s potential economic growth, relative 


4991-92 = 1992-93 Changes - 


to Canada’s prospects under the old FST. Estimates 
suggest that replacing the old FST by the GST will 
eventually increase real output by $9 billion, creating 
some 60,000 full-time jobs. 


Replacing the old FST by the GST results in a fairer, more 
progressive tax system, largely because of the GST credit. 


¢ Canadian families with incomes under $30,000 receive a 
GST credit cheque four times a year. 


¢ In 1991, some 8 million families and individuals 
received a total of $2.3 billion in GST credit cheques. 


The GST is a more stable source of revenue than the 

old FST. The flow of GST revenues reflects the 
performance of the domestic economy — there are neither 
windfall revenues nor extraordinary revenue shortfalls. 


¢ This is important for sound budgetary planning and for 
the government’s plan to reduce and eventually 
eliminate the deficit. 


The old FST was a hidden tax where consumers did not 
know exactly how much tax they were paying or on what 
items the tax applied and were often unaware of rate 
changes. However, the old, hidden FST has been replaced 
by a visible tax, where any changes to the GST rate would 
be immediately seen by all consumers. 


The Debt Servicing and 
Reduction Account 


Net revenues collected from the GST by law must go 
directly to the Debt Servicing and Reduction Account 

to pay for the cost of servicing the public debt, and 
ultimately to reduce the debt. This account, together with 
the Spending Control Act, will ensure that GST revenues 
will not be used to pay for new or higher government 
spending on programs. 


The government is committed to an accounting of GST 
revenues. It now publishes the status of the Account in 
each quarterly Fiscal Monitor, in the budget, and in the 
Public Accounts of Canada. The Account is audited on an 
annual basis by the Auditor General. 
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Why was the GST put in place? 


Responding to long-standing criticisms of the 
manufacturers’ sales tax (FST) by Canadian businesses 
and exporters, the Goods and Services Tax (GST ) was, 
introduced as a replacement for the old, fundamentally 
flawed manufacturers’ sales tax in 1991. The old FST 
was economically damaging and had become an 
increasingly unreliable source of federal tax revenues. 
By replacing the old FST with the GST, Canadian-made 
goods would no longer be taxed more heavily than 
imported goods. This improves the ability of Canadian 
producers to compete with foreign products both in 
Canada and in world markets. The GST, relative to the 
old FST, also reduces the cost of capital to domestic 
producers, encouraging investment in more efficient 
production techniques and ultimately creating more 
jobs for Canadian workers. 


The Department of Finance 


May 1993 


Is the GST bringing in more money 
than the government predicted? 


No. Contrary to early criticism that the GST would be a 
“cash cow”, GST revenues have actually been less than 
the government initially predicted. The flow of GST 
revenues in 1991-92 reflected weaker-than-expected 
economic activity; in similar circumstances, the old FST 
had proved to be a very unreliable revenue source and 
hence an increasingly unstable part of the fiscal 
framework that finances programs provided by the 
federal government. In 1991-92, the 7 per cent GST 
collected about $15 billion, after allowing for the 
payment of the quarterly low-income credit and the 
one-time small business transitional grant. In 
comparison, the old FST, with a general rate of 

13.5 per cent, collected $17.7 billion in 1989-90, its 
last full fiscal year of operation. 


GST-FST Revenues | 
Cee 1989-90 190-91 12 
Actual Forecast Actual! =—- Forecast = Actual 
: (billions of dollars) 
A. Federal Sales Tax _ 07 14.8 / 12.6 _ _  - . 
B. Goods and Services Tax - . _ : _ 
1. Gross collections _ : . . 24 32 97 | 18.4 _ 
2. Low-income credit = _ - 0.6 05 2.4 23 
3. Small business |  . 
transitional grat _ — (0.9 0.9 
4. Netcollections = = 18 26 164 15.2 
C. Total _ _ 2 16.6 52 6a 15.2 


1 Revised 1991-92 Public Accounts 
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Bw i Department of Finance Ministére des Finances 
Canada Canada 


The Goods and Services Tax 


The flow of GST revenues to date in 1992-93 reflects 
the continued weakness in Canadian consumer 
spending. GST revenues in the first 11 months of 
1992-93 (April to February), after allowing for 
low-income GST credit payments, amounted to 

$12.3 billion. In the same period of 1991-92, net 
revenues were $12.9 billion. The lower GST revenues 
so far this year reflect weak consumer demand coupled 
with higher GST credits and rebates. 


For the first two months of each quarter, the government 
provides an accounting of GST revenues in the 
Financial Results, while quarterly GST data are 
provided in the Fiscal Monitor. 


Goods and Services Tax Revenues 
= Hebruary_ . te 
1992-93 _ Changes” 
“(millions of dollars) 
1 Net collections 12,256 | 
2. Payment of Jow- 
income credit 


3. Gross c collections : 15,163 : i A 


What are the benefits of the GST? 


Replacing the old FST with the GST makes Canadian 
businesses and exporters more competitive: 


¢ As the Canadian Export Association has noted, 
the tax content of export prices has come down by 
1.6 per cent, and this has improved the ability of 
Canadian exporters to compete internationally. 


¢ The cost of capital investment, a key source of 
future productivity growth, has been reduced by 
about 4 per cent. The Canadian Manufacturers’ 
Association recently reported that savings on 
investment goods in the manufacturing sector from 
the elimination of the FST may be as high as 
$3.5 billion. 


* Over time, the reform of the sales tax system will 
raise Canada’s potential economic growth, relative 


to Canada’s prospects under the old FST. Estimates 
suggest that replacing the old FST by the GST will 
eventually increase real output by $9 billion, creating 
some 60,000 full-time jobs. 


Replacing the old FST by the GST results in a fairer, 
more progressive tax system, largely because of the 
GST credit. 


¢ Canadian families with incomes under $30,000 
receive a GST credit cheque four times a year. 


¢ In 1991, some 8 million families and individuals 
received a total of $2.3 billion in GST credit cheques. 


The GST is a more stable source of revenue than the 
old FST. The flow of GST revenues reflects the 
performance of the domestic economy — there are 
neither windfall revenues nor extraordinary revenue 
shortfalls. 


¢ This is important for sound budgetary planning and 
for the government’s plan to reduce and eventually 
eliminate the deficit. 


The old FST was a hidden tax where consumers did not 
know exactly how much tax they were paying or on 
what items the tax applied and were often unaware of 
rate changes. However, the old, hidden FST has been 
replaced by a visible tax, where any changes to the GST 
rate would be immediately seen by all consumers. 


The Debt Servicing and 
Reduction Account 


Net revenues collected from the GST by law must go 
directly to the Debt Servicing and Reduction Account 
to pay for the cost of servicing the public debt, and 
ultimately to reduce the debt. This account, together 
with the Spending Control Act, will ensure that GST 
revenues will not be used to pay for new or higher 
government spending on programs. 


The government is committed to an accounting of GST 
revenues. It now publishes the status of the Account in 
each quarterly Fiscal Monitor, in the budget, and in the 
Public Accounts of Canada. The Account is audited on 
an annual basis by the Auditor General. 
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The Goods and Services Tax 


FR 92 — 10 Supplement 


Why was the GST put in place? 


Responding to long-standing criticisms of the 
manufacturers’ sales tax (FST) by Canadian businesses 
and exporters, the Goods and Services Tax (GST) was 
introduced as a replacement for the old, fundamentally 
flawed manufacturers’ sales tax in 1991. The old FST 
was economically damaging and had become an 
increasingly unreliable source of federal tax revenues. 
By replacing the old FST with the GST, Canadian-made 
goods would no longer be taxed more heavily than 
imported goods. This improves the ability of Canadian 
producers to compete with foreign products both in 
Canada and in world markets. The GST, relative to the 
old FST, also reduces the cost of capital to domestic 
producers, encouraging investment in more efficient 
production techniques and ultimately creating more 
jobs for Canadian workers. 


The Department of Finance 


March 1993 


Is the GST bringing in more money 
than the government predicted? 


No. Contrary to early criticism that the GST would be a 
“cash cow”, GST revenues have actually been less than 
the government initially predicted. The flow of GST 
revenues in 1991-92 reflected weaker-than-expected 
economic activity; in similar circumstances, the old FST 
had proved to be a very unreliable revenue source and 
hence an increasingly unstable part of the fiscal 
framework that finances programs provided by the 
federal government. In 1991-92, the 7 per cent GST 
collected about $15 billion, after allowing for the 
payment of the quarterly low-income credit and the one- 
time small business transitional grant. In comparison, 
the old FST, with a general rate of 13.5 per cent, 
collected $17.7 billion in 1989-90, its last full fiscal 
year of operation. 


GST-FST Revenues 
1989-90 1990-91 1991-92 
a . Forecast Actual! ~=—S——Ss Forecast Actual 
4 (billions of dollars) 
A. Federal Sales Tax wR. liza 438s 26 ~ ~ 
B. Goods and Services Tax 
1. Gross collections . ss 2.4 3.2 19.7 18.4 
2. Low-income credit ee ee 0.6 0.6 2.4 23 
3. Small business. 
transitional grant . . = = 0.9 0.9 
4. Net collections _ 1.8 2.6 16.4 1522 
C Total 17.7 16.6 LD. 2 16.4 15.2 


! Revised 1991-92 Public Accounts 
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Canada 


ea Department of Finance Ministére des Finances 
Canada Canada 


The Goods and Services Tax 


The flow of GST revenues to date in 1992-93 reflects 
the continued weakness in Canadian consumer 
spending. GST revenues in the first ten months of 
1992-93 (April to January), after allowing for low- 
income GST credit payments, amounted to $11.1 billion. 
In the same period of 1991-92, net revenues were 

$11.8 billion. The lower GST revenues so far this year 
reflect weak consumer demand coupled with higher 
GST credits and rebates. 


For the first two months of each quarter, the government 
provides an accounting of GST revenues in the 
Financial Results, while quarterly GST data are 
provided in the Fiscal Monitor. 


Goods and Services Tax Revenues: 
April — January 


1. Netcollections 11,825 — ‘II 


2. Paymentoflow ee 
incomecredit =—-2,232 2497 


3. Gross collections 14,057 _ 13,567 


What are the benefits of the GST? 


Replacing the old FST with the GST makes Canadian 
businesses and exporters more competitive: 


° As the Canadian Export Association has noted, 
the tax content of export prices has come down by 
1.6 per cent, and this has improved the ability of 
Canadian exporters to compete internationally. 


* The cost of capital investment, a key source of 
future productivity growth, has been reduced by 
about 4 per cent. The Canadian Manufacturers’ 
Association recently reported that savings on 
investment goods in the manufacturing sector from 
the elimination of the FST may be as high as 
$3.5 billion. 


* Over time, the reform of the sales tax system will 
raise Canada’s potential economic growth, relative 


to Canada’s prospects under the old FST. Estimates 
suggest that replacing the old FST by the GST will 
eventually increase real output by $9 billion, creating 
some 60,000 full-time jobs. 


Replacing the old FST by the GST results in a fairer, 
more progressive tax system, largely because of the 
GST credit. 


¢ Canadian families with incomes under $30,000 
receive a GST credit cheque four times a year. 


¢ In 1991, some 8 million families and individuals 
received a total of $2.3 billion in GST credit cheques. 


The GST is a more stable source of revenue than the 
old FST. The flow of GST revenues reflects the 
performance of the domestic economy — there are 
neither windfall revenues nor extraordinary revenue 
shortfalls. 


e This is important for sound budgetary planning and 
for the government’s plan to reduce and eventually 
eliminate the deficit. 


The old FST was a hidden tax where consumers did not 
know exactly how much tax they were paying or on 
what items the tax applied and were often unaware of 
rate changes. However, the old, hidden FST has been 
replaced by a visible tax, where any changes to the GST 
rate would be immediately seen by all consumers. 


The Debt Servicing and 
Reduction Account 


Net revenues collected from the GST by law must go 
directly to the Debt Servicing and Reduction Account 
to pay for the cost of servicing the public debt, and 
ultimately to reduce the debt. This account, together 
with the Spending Control Act, will ensure that GST 
revenues will not be used to pay for new or higher 
government spending on programs. 


The government is committed to an accounting of GST 
revenues. It now publishes the status of the Account in 
each quarterly Fiscal Monitor, in the budget, and in the 
Public Accounts of Canada. The Account is audited on 
an annual basis by the Auditor General. 
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Why was the GST put in place? 


Responding to long-standing criticisms of the 
manufacturers’ sales tax (FST) by Canadian businesses 
and exporters, the Goods and Services Tax (GST) was 
introduced as a replacement for the old, fundamentally 
flawed manufacturers’ sales tax in 1991. The old FST 
was economically damaging and had become an 
increasingly unreliable source of federal tax revenues. 
By replacing the old FST with the GST, Canadian-made 
goods would no longer be taxed more heavily than 
imported goods. This improves the ability of Canadian 
producers to compete with foreign products both in 
Canada and in world markets. The GST, relative to the 
old FST, also reduces the cost of capital to domestic 
producers, encouraging investment in more efficient 
production techniques and ultimately creating more 
jobs for Canadian workers. 


GST-FST Revenues 


1989-90 


Actual 


A. Federal Sales Tax — 177 


B. Goods and Services Tax 
1. Gross collections — 


Low-income credit _ 


wo 


Small business 
transitional grant — 


4. Net collections fe 


Cc. Total 17.7 


! Revised 1991-92 Public Accounts 


~ Canada 


Department of Finance 


Government 


Len 


nd Services Tax 


February 1993 


Is the GST bringing in more money 
than the government predicted? 


No. Contrary to early criticism that the GST would be a 
“cash cow”, GST revenues have actually been less than 
the government initially predicted. The flow of GST 
revenues in 1991-92 reflected weaker-than-expected 
economic activity; in similar circumstances, the old FST 
had proved to be a very unreliable revenue source and 
hence an increasingly unstable part of the fiscal 
framework that finances programs provided by the 
federal government. In 1991-92, the 7 per cent GST 
collected about $15 billion, after allowing for the 
payment of the quarterly low-income credit and the one- 
time small business transitional grant. In comparison, 
the old FST, with a general rate of 13.5 per cent, 
collected $17.7 billion in 1989-90, its last full fiscal 
year of operation. 


1990-9] 1991-92 


Forecast Actual! Forecast Actual 


(billions of dollars) 


14.8 12.6 = = 
24 19.7 18.4 
6 2.4 23 
— - 0.9 0.9 
1.8 2.6 16.4 15.2 
16.6 15.2 16.4 15.2 


Bed Department of Finance Ministére des Finances 
Canada Canada 


The Goods and Services Tax 


The flow of GST revenues to date in 1992-93 reflects 
the continued weakness in Canadian consumer 
spending. GST revenues in the first nine months of 
1992-93 (April to December), after allowing for low- 
income GST credit payments, amounted to 

$10.7 billion. In the same period of 1991-92, net 
revenues were $11.2 billion. The lower GST revenues 
so far this year reflect weak consumer demand coupled 
with higher GST credits and rebates. 


For the first two months of each quarter, the government 
provides an accounting of GST revenues in the 
Financial Results, while quarterly GST data are 
provided in the Fiscal Monitor. 


Goods and Services Tax Revenues: 
April — December 


1991-92 1992-93 Changes 
(millions of dollars) 


1. Net collections 11,190 10,733 -457 


~ 


Payment of low- 
income credit 1,647 L875 228 


Gross collections 12,837 12,608 -229 


Los) 


What are the benefits of the GST? 


Replacing the old FST with the GST makes Canadian 
businesses and exporters more competitive: 


° As the Canadian Export Association has noted, 
the tax content of export prices has come down by 
1.6 per cent, and this has improved the ability of 
Canadian exporters to compete internationally. 


¢ The cost of capital investment, a key source of 
future productivity growth, has been reduced by 
about 4 per cent. The Canadian Manufacturers’ 
Association recently reported that savings on 
investment goods in the manufacturing sector from 
the elimination of the FST may be as high as 
$3.5 billion. 


* Over time, the reform of the sales tax system will 
raise Canada’s potential economic growth, relative 


to Canada’s prospects under the old FST. Estimates 
suggest that replacing the old FST by the GST will 
eventually increase real output by $9 billion, creating 
some 60,000 full-time jobs. 


Replacing the old FST by the GST results in a fairer, 
more progressive tax system, largely because of the 
GST credit. 


¢ Canadian families with incomes under $30,000 
receive a GST credit cheque four times a year. 


* In 1991, some 8 million families and individuals 
received a total of $2.3 billion in GST credit cheques. 


The GST is a more stable source of revenue than the 
old FST. The flow of GST revenues reflects the 
performance of the domestic economy — there are 
neither windfall revenues nor extraordinary revenue 
shortfalls. 


¢ This is important for sound budgetary planning and 
for the government’s plan to reduce and eventually 
eliminate the deficit. 


The old FST was a hidden tax where consumers did not 
know exactly how much tax they were paying or on 
what items the tax applied and were often unaware of 
rate changes. However, the old, hidden FST has been 
replaced by a visible tax, where any changes to the GST 
rate would be immediately seen by all consumers. 


The Debt Servicing and 
Reduction Account 


Net revenues collected from the GST by law must go 
directly to the Debt Servicing and Reduction Account 
to pay for the cost of servicing the public debt, and 
ultimately to reduce the debt. This account, together 
with the Spending Control Act, will ensure that GST 
revenues will not be used to pay for new or higher 
government spending on programs. 


The government is committed to an accounting of GST 
revenues. It now publishes the status of the Account in 
each quarterly Fiscal Monitor, in the budget, and in the 
Public Accounts of Canada. The Account is audited on 
an annual basis by the Auditor General. 
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Why was the GST put in place? 


Responding to long-standing criticisms of the 
manufacturers’ sales tax (FST) by Canadian businesses 
and exporters, the Goods and Services Tax (GST) was 
introduced as a replacement for the old, fundamentally 
flawed manufacturers’ sales tax in 1991. The old FST 
was economically damaging and had become an 
increasingly unreliable source of federal tax revenues. 
By replacing the old FST with the GST, Canadian-made 
goods would no longer be taxed more heavily than 
imported goods. This improves the ability of Canadian 
producers to compete with foreign products both in 
Canada and in world markets. The GST, relative to the 
old FST, also reduces the cost of capital to domestic 
producers, encouraging investment in more efficient 
production techniques and ultimately creating more 
jobs for Canadian workers. 


GST-FST Revenues 


Department of Finance 


November 1992 


Is the GST bringing in more money 
than the government predicted? 


No. Contrary to early criticism that the GST would be a 
“cash cow”, GST revenues have actually been less than 
the government initially predicted. The flow of GST 
revenues in 1991-92 reflected weaker-than-expected 
economic activity; in similar circumstances, the old FST 
had proved to be a very unreliable revenue source and 
hence an increasingly unstable part of the fiscal 
framework that finances programs provided by the 
federal government. In 1991-92, the 7 per cent GST 
collected about $15 billion, after allowing for the 
payment of the quarterly low-income credit and the one- 
time small business transitional grant. In comparison, 
the old FST, with a general rate of 13.5 per cent, 
collected $17.7 billion in 1989-90, its last full fiscal 
year of operation. 


1989-90 1990-91 oe 
Actual Forecast Actual Forecast © Actual 
(billions of dollars) 
A. Federal SalesTax i. . - 
B. Goods and Services Tax 
1. Gross collections _ 2.4 3.2 19.7 18.4 
ee Low-income credit 0.6 0.6 - 2.4 2.3 
3. Small business 
transitional grant = e 0.9 0.9 
4. Net collections 1.8 2.6 16.4 15.2 
C. Total 16.6 16.2 16.4 15.2 


Bel 


Canada 


e de Department of Finance Ministére des Finances 
Canada Canada 


The Goods and Services Tax 


The flow of GST revenues to date in 1992-93 reflects 
the continued weakness in Canadian consumer 
spending. GST revenues in the first six months of 
1992-93 (April to September), after allowing for low- 
income GST credit payments, amounted to $6.4 billion. 
In the same period of 1991-92, net revenues were 

$7.4 billion. The lower GST revenues so far this year 
reflect weaker consumer demand coupled with higher 
GST credits and rebates. 


For the first two months of each quarter, the government 
provides an accounting of GST revenues in the 
Financial Results, while quarterly GST data are 
provided in the Fiscal Monitor. 


Goods and Services Tax Revenues: 
April — September 


1991-92 1992-93 Changes 
(millions of dollars) 


1. Net collections 7,348 6,375 -973 


2. Payment of low- : 
income credit 1,054 £207 173 


3. Gross collections 8,402 7,602 -800 


What are the benefits of the GST? 


Replacing the old FST with the GST makes Canadian 
businesses and exporters more competitive: 


¢ As the Canadian Export Association has noted, 
the tax content of export prices has come down by 
1.6 per cent, and this has improved the ability of 
Canadian exporters to compete internationally. 


¢ The cost of capital investment, a key source of 
future productivity growth, has been reduced by 
about 4 per cent. The Canadian Manufacturers’ 
Association recently reported that savings on 
investment goods in the manufacturing sector from 
the elimination of the FST may be as high as 
$3.5 billion. 


¢ Over time, the reform of the sales tax system will 
raise Canada’s potential economic growth, relative 


to Canada’s prospects under the old FST. Estimates 
suggest that replacing the old FST by the GST will 
eventually increase real output by $9 billion, creating 
some 60,000 full-time jobs. 


Replacing the old FST by the GST results in a fairer, 
more progressive tax system, largely because of the 
GST credit. 


e¢ Canadian families with incomes under $30,000 
receive a GST credit cheque four times a year. 


¢ In 1991, some 8 million families and individuals 
received a total of $2.3 billion in GST credit cheques. 


The GST is a more stable source of revenue than the 
old FST. The flow of GST revenues reflects the 
performance of the domestic economy — there are 
neither windfall revenues nor extraordinary revenue 
shortfalls. 


e This is important for sound budgetary planning and 
for the government’s plan to reduce and eventually 
eliminate the deficit. 


The old FST was a hidden tax where consumers did not 
know exactly how much tax they were paying or on 
what items the tax applied and were often unaware of 
rate changes. However, the old, hidden FST has been 
replaced by a visible tax, where any changes to the GST 
rate would be immediately seen by all consumers. 


The Debt Servicing and Reduction 
Account 


Net revenues collected from the GST by law must go 
directly to the Debt Servicing and Reduction Account 
to pay for the cost of servicing the public debt, and 
ultimately to reduce the debt. This account, together 
with the Spending Control Act, will ensure that GST 
revenues will not be used to pay for new or higher 
government spending on programs. 


The government is committed to an accounting of GST 
revenues. It now publishes the status of the Account in 
each quarterly Fiscal Monitor, in the budget, and in the 
Public Accounts of Canada. The Account is audited on 
an annual basis by the Auditor General. 
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The Goods and Services Tax 


FR 92 — 04 Supplement 


Why was the GST put in place? 


Responding to long-standing criticisms of the 
manufacturers’ sales tax (FST) by Canadian businesses 
and exporters, the Goods and Services Tax (GST) was 
introduced as a replacement for the old, fundamentally 
flawed manufacturers’ sales tax in 1991. The old FST 
was economically damaging and had become an 
increasingly unreliable source of federal tax revenues. 
By replacing the old FST with the GST, Canadian-made 
goods would no longer be taxed more heavily than 
imported goods. This improves the ability of Canadian 
producers to compete with foreign products both in 
Canada and in world markets. The GST, relative to the 
old FST, also reduces the cost of capital to domestic 
producers, encouraging investment in more efficient 
production techniques and ultimately creating more 
jobs for Canadian workers. 


GST-FST Revie: 


Department of Finance 


October 1992 


Is the GST bringing in mé 
than the ls 
. O% 


No. Contrary to early a 

“cash cow”, GST reventiss 

SS 

the government initially préd 
revenues in 1991-92 reflected weaker-than-expected 
economic activity; in similar circumstances, the old FST 
had proved to be a very unreliable revenue source and 
hence an increasingly unstable part of the fiscal 
framework that finances programs provided by the 
federal government. In 1991-92, the 7 per cent GST 
collected about $15 billion, after allowing for the 
payment of the quarterly low-income credit and the one- 
time small business transitional grant. In comparison, 
the old FST, with a general rate of 13.5 per cent, 
collected $17.7 billion in 1989-90, its last full fiscal 
year of operation. 


1989-90 . 1990-91. 1991-92 
“Actual _ Forecast _ Actual _.. Forecast Estimate 
(billions of dollars) _ 

A. Federal Sales Tax | 2 «6 hlttCcCmmCOw™O~C~COCS 
B. Goods and Services Tax a oe oe 
1. Grosscollectons =  - 24 3.2 19.7 | 18.2 
2. Low-income credit | oe 0.6 0.6 2.4 2.3 

3. Small business — : 
transitional grant —s oS = 0.9 0.9 
4. Net collections 1.8 2.6 16.4 15.0 
C. Total _ oe 16.6 12 iA 15.0 


Canada 


Bw Department of Finance Ministére des Finances 
Canada Canada 


The Goods and Services Tax 


The flow of GST revenues to date in 1992-93 reflects 
the continued weakness in Canadian consumer 
spending. GST revenues in the first five months of 
1992-93 (April to August), after allowing for low- 
income GST credit payments, amounted to $5.0 billion. 
In the same period of 1991-92, net revenues were 

$5.8 billion. The lower GST revenues so far this year 
reflect weaker consumer demand coupled with higher 
GST credits and rebates. 


For the first two months of each quarter, the government 
provides an accounting of GST revenues in the 
Financial Results, while quarterly GST data are 
provided in the Fiscal Monitor. 


Goods and Services Tax Revenues: 
April — August 


1991-92 1992-93 Changes 
(millions of dollars) 
1. Net collections 5,832 5,005 -827 


2. Payment of low- 


income credit 1,055 1,197 142 
3. Gross collections 6,887 6,202 -685 


What are the benefits of the GST? 


Replacing the old FST with the GST makes Canadian 
businesses and exporters more competitive: 


¢ As the Canadian Export Association has noted, 
the tax content of export prices has come down by 
1.6 per cent, and this has improved the ability of 
Canadian exporters to compete internationally. 


¢ The cost of capital investment, a key source of 
future productivity growth, has been reduced by 
about 4 per cent. The Canadian Manufacturers’ 
Association recently reported that savings on 
investment goods in the manufacturing sector from 
the elimination of the FST may be as high as 
$3.5 billion. 


* Over time, the reform of the sales tax system will 
raise Canada’s potential economic growth, relative 


to Canada’s prospects under the old FST. Estimates 
suggest that replacing the old FST by the GST will 
eventually increase real output by $9 billion, creating 
some 60,000 full-time jobs. 


Replacing the old FST by the GST results in a fairer, 
more progressive tax system, largely because of the 
GST credit. 


¢ Canadian families with incomes under $30,000 
receive a GST credit cheque four times a year. 


¢ In 1991, some 8 million families and individuals 
received a total of $2.3 billion in GST credit cheques. 


The GST is a more stable source of revenue than the 
old FST. The flow of GST revenues reflects the 
performance of the domestic economy — there are 
neither windfall revenues nor extraordinary revenue 
shortfalls. 


¢ This is important for sound budgetary planning and 
for the government’s plan to reduce and eventually 
eliminate the deficit. 


The old FST was a hidden tax where consumers did not 
know exactly how much tax they were paying or on 
what items the tax applied and were often unaware of 
rate changes. However, the old, hidden FST has been 
replaced by a visible tax, where any changes to the GST 
rate would be immediately seen by all consumers. 


The Debt Servicing and Reduction 
Account 


Net revenues collected from the GST by law must go 
directly to the Debt Servicing and Reduction Account 
to pay for the cost of servicing the public debt, and 
ultimately to reduce the debt. This account, together 
with the Spending Control Act, will ensure that GST 
revenues will not be used to pay for new or higher 
government spending on programs. 


The government is committed to an accounting of GST 
revenues. It now publishes the status of the Account in 
each quarterly Fiscal Monitor, in the budget, and in the 
Public Accounts of Canada. The Account is audited on 
an annual basis by the Auditor General. 
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FR 92-03 Supplement 


Why was the GST put in place? 


Responding to long-standing criticisms of the 
manufacturers’ sales tax (FST) by Canadian businesses 
and exporters, the Goods and Services Tax (GST) was 
introduced as a replacement for the old, fundamentally 
flawed manufacturers’ sales tax in 1991. The old FST 
was economically damaging and had become an 
increasingly unreliable source of federal tax revenues. 
By replacing the old FST with the GST, Canadian-made 
goods would no longer be taxed more heavily than 
imported goods. This improves the ability of Canadian 
producers to compete with foreign products both in 
Canada and in world markets. The GST, relative to the 
old FST, also reduces the cost of capital to domestic 
producers, encouraging investment in more efficient 
production techniques and ultimately creating more 
jobs for Canadian workers. 


GST-FST Revenues _ 
_ 1989-90 
A. Federal SalesTax 


B. Goods and Services Tax — 


1. Gross collections 


3. Small business _ S oe 


transitional grant oo  - 


4. Net collections  . 


C. Total . - _ oes 17.7 


The Department of Finance 


September 1992 


Is the GST bringing in more money 
than the government predicted? 


No. Contrary to early criticism that the GST would be a 
“cash cow”, GST revenues have actually been less than 
the government initially predicted. The flow of GST 
revenues in 1991-92 reflected weaker-than-expected 
economic activity; in similar circumstances, the old FST 
had proved to be a very unreliable revenue source and 
hence an increasingly unstable part of the fiscal 
framework that finances programs provided by the 
federal government. In 1991-92, the 7 per cent GST 
collected about $15 billion, after allowing for the 
payment of the quarterly low-income credit and the one- 
time small business transitional grant. In comparison, 
the old FST, with a general rate of 13.5 per cent, 
collected $17.7 billion in 1989-90, its last full 

fiscal year of operation. 


es Forecast _ Actual Forecast Estimate 
(billions of dollars) ee 
sl 8 
S [ 09 . 0.9 
1.8 2.6 16.4 15.0 
16.6 16.2 16.4 15.0 


ivi 


Canada 


ead Department of Finance Ministére des Finances 
Canada Canada 


The Goods and Services Tax 


The flow of GST revenues to date in 1992-93 reflects 
the continued weakness in Canadian consumer 
spending. GST revenues in the first quarter of 1992-93 
(April to June), after allowing for low-income GST 
credit payments, amounted to $2.5 billion. In the same 
period of 1991-92, net revenues were $3.1 billion. The 
lower GST revenues so far this year reflect weaker 
consumer demand coupled with higher GST credits 
and rebates. 


For the first two months of each quarter, the government 
provides an accounting of GST revenues in the 
Financial Results, while quarterly GST data are 
provided in the Fiscal Monitor. 


Goods and Services Tax Revenues: 
April — June ee 


“Calions of dollars) 


‘1. Netcollections 3,095 


2, Payment of iy 


‘income credit” 


3. Gross collections 3 617. oe 3,126 : _ 491 


What are the benefits of the GST? 


Replacing the old FST with the GST makes Canadian 
businesses and exporters more competitive: 


¢ As the Canadian Export Association has noted, 
the tax content of export prices has come down by 
1.6 per cent, and this has improved the ability of 
Canadian exporters to compete internationally. 


¢ The cost of capital investment, a key source of future 
productivity growth, has been reduced by about 4 per 
cent. The Canadian Manufacturers’ Association 
recently reported that savings on investment goods in 
the manufacturing sector from the elimination of the 
FST may be as high as $3.5 billion. 


¢ Over time, the reform of the sales tax system will 
raise Canada’s potential economic growth, relative 
to Canada’s prospects under the old FST. Estimates 


1991 22 sy Changes - 


suggest that replacing the old FST by the GST will 
eventually increase real output by $9 billion, creating 
some 60,000 full-time jobs. 


Replacing the old FST by the GST results in a fairer, 
more progressive tax system, largely because of the 
GST credit. 


¢ Canadian families with incomes under $30,000 
receive a GST credit cheque four times a year. 


¢ In 1991, some 8 million families and individuals 
received a total of $2.3 billion in GST credit cheques. 


The GST is a more stable source of revenue than 

the old FST. The flow of GST revenues reflects the 
performance of the domestic economy — there are 
neither windfall revenues nor extraordinary revenue 
shortfalls. 


e This is important for sound budgetary planning and 
for the government’s plan to reduce and eventually 
eliminate the deficit. 


The old FST was a hidden tax where consumers did not 
know exactly how much tax they were paying or on 
what items the tax applied and were often unaware of 
rate changes. However, the old, hidden FST has been 
replaced by a visible tax, where any changes to the GST 
rate would be immediately seen by all consumers. 


The Debt Servicing and Reduction 
Account 


Net revenues collected from the GST by law must 

go directly to the Debt Servicing and Reduction 
Account to pay for the cost of servicing the public debt, 
and ultimately to reduce the debt. This account, together 
with the Spending Control Act, will ensure that GST 
revenues will not be used to pay for new or higher 
government spending on programs. 


The government is committed to an accounting of GST 
revenues. It now publishes the status of the Account in 
each quarterly Fiscal Monitor, in the budget, and in the 
Public Accounts of Canada. The Account is audited on 
an annual basis by the Auditor General. 
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